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President Eisenhower on March 30 submitted to the 
Congress a series of recommendations concerning U.S. 
foreign economic policy. He stated that the United States 
and its friends abroad must work at the task of lowering 
unjustifiable barriers to movements of trade and the flow 
of funds. In this effort the United States must take the 
initiative, and in doing so make clear to the rest of the 
world that it was expected to follow the U.S. lead. Failure 
to move in the direction of a higher level of two-way trade 
would directly threaten the domestic economy, for it 
would doom the efforts to find ways by which others, 
through their own efforts, could buy U.S. goods. The 
only practicable alternative would be to reduce exports. 
This would mean reduced employment, for at present 
over four million U.S. workers depend on international 
trade for their employment. Expanding trade is the only 
adequate solution for the two pressing problems—eco- 
nomic growth, which demands continuously expanding 
world markets, and security, which requires economically 
strong allies. 


The President stated that the gradual and selective re- 
vision of tariffs, through the tested method of negotiation 
with other nations, was an essential ingredient of the 
continuing growth of the U.S. economy. He recommended 
acceptance of the Randall Commission’s proposal for a 
three-year extension of the Trade Agreements Act, with 
authorization to make certain further tariff reductions. 
The peril point and escape clause procedures would be 
preserved, and tariff reductions withheld on products 
made by workers receiving wages which are substandard 
in the exporting country. 


The President stated his intention to act promptly on 
the Randall Commission’s recommendation to renegotiate 
the organizational provisions of the General Agreement 
on Tariffs and Trade, so that the contracting parties act- 
ing collectively would confine their functions to sponsor- 
ing multilateral trade negotiations, recommending broad 
trade policies for individual consideration by the legisla- 
tive or other appropriate authorities in the various coun- 
tries, and providing a forum for consultation regarding 
trade disputes. Revisions of the substantive provisions 
of the Agreement will be suggested to the other contract- 
ing parties to provide a simpler, stronger instrument con- 
tributing more effectively to the development of a work- 
able system of world trade. 


Legislation will be proposed providing for the simpli- 
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fication of the commodity definitions and rate structures 
in the Tariff Act, after study by the Tariff Commission, 
and subject to appropriate standards to be established by 
the Congress. The Treasury will be directed to keep cus- 
toms procedures under continuous review and to report to 
the Congress annually on the difficulties and delays in 
processing goods through the customs. The adoption is 
urged of the Treasury’s proposals, which have already 
been passed by the House of Representatives, to provide 
an improved basis for customs valuations. 

The President also emphasized the necessity for the 
passage of the Administration tax bill already recom- 
mended to the Congress, which proposes certain amend- 
ments in the U.S. tax structure in order to facilitate an 
increased flow of U.S. investment abroad. 

Legislative authority will be sought to exempt from the 
provisions of “Buy American” legislation bidders from 
nations that treat U.S. bidders on an equal basis with 
their own nationals. The price differential favoring do- 
mestic bidders over foreign bidders will also be limited 
to a reasonable percentage, dependent upon the circum- 
stances, over and above whatever tariffs may apply. Dis- 
cretionary authority will still be permitted to allow special 
consideration for the requirements of national security, 
and for the problems of small business and of areas with 
persistent and substantial unemployment. 

A special Cabinet committee has been appointed to 
survey the whole field of U.S. minerals policy, and the 
President has drawn the attention of this committee to 
the Randall Commission’s recommendations—which he 
has endorsed—on this subject. The Department of Com- 
merce has already studied the problem of maintaining 
an adequate merchant marine, and its findings will be 
further reviewed in order to develop specific recommen- 
dations for the next session of the Congress. 

Economic aid on a grant basis should be terminated as 
soon as possible, consistent with the national interest. 
Where support is needed to establish and equip military 
forces of other governments in the interest of mutual 
defense, and where this is beyond the economic capacity 
of the other country, aid should be in the form of grants. 
There may also be some cases where modest amounts of 
grant-aid to underdeveloped countries will importantly 
serve the interest of security. In other situations where 
the interest of the United States requires that dollars not 
otherwise available should be provided, such support to 
the maximum extent appropriate should be in the form of 
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loans. U.S. participation in technical cooperation pro- 
grams should be pressed forward vigorously. 

The President stated that a greater exchange of peaceful 
goods between East and West, so far as it can be achieved 
without jeopardizing national security, and subject to the 
embargo on Communist China and North Korea, should 
not cause undue concern to the United States. 

The Randall Commission’s recommendations for co- 
operation in strengthening the gold and dollar reserves 
of countries that have prepared themselves for converti- 





Prospects for Economic Development in Latin America 


The Executive Secretary of the Economic Commission 
for Latin America, Dr. Raul Prebisch, at a meeting in 
Santiago early in February, set forth views on the pros- 
According to Dr. 
Prebisch, the need to accelerate the rate of economic 
growth in order to raise Latin American standards of 
living has acquired the force of an axiom. However, an 
examination of current events does not reveal any sign 
that this objective will be achieved in the near future if 
economic growth is left to the spontaneous course of 


pects of Latin American development. 


economic forces. The rate of growth must be accelerated 
by deliberate action, necessitating national decisions and 
international cooperation. 

Dr. Prebisch stated that the period of an exceptionally 
high rate of increase in per capita income in Latin 
America, which had begun at the end of World War II, 
appears to have ended. During the period 1945-52 the 
per capita average rate of growth of gross national prod- 
uct was 3.2 per cent—considerably higher than the 2 per 
cent increase which has been reported for the United 
States for some time. However, this rapid growth was 
largely a result of transitory factors, of which the im- 
provement in the terms of trade and the consequent 
strengthening of the purchasing power of Latin American 
exports were the most important. This improvement 
made possible an increase of investment without detri- 
ment to consumption. The coefficient of gross investment, 
which had approached 18 per cent in recent years, 
dropped to about 13.5 per cent in 1953, or to approxi- 
mately the level at the beginning of the exceptional 
1945-52 period. 

From these developments Dr. Prebisch concludes that 
the deep-rooted forces in Latin American economies, 
which have made their rate of economic growth relatively 
slow, are again prevailing. The coefficient of 13.5 per 
cent allows for an annual expansion of only about 1 per 
cent in the per capita gross product, compared with the 
1945-52 rate of 3.2 per cent, if population should continue 
to increase at the rate of 2.1 per cent and if there should 
be no further improvement in the terms of trade. 

A coefficient of gross investment of approximately 20 
per cent is necessary if the rate of development is to be 
accelerated. In the present political and social picture, 













bility by sound internal and external policies are ap- 
proved. The United States will support the use of the 
resources of the International Monetary Fund as a 
bulwark to strengthen the currencies of countries which 
undertake convertibility, and a study is also being made 


of the possibility of stand-by credits from the Federal 
Reserve System. 


Source: The White House, Press Release, Washington, 
D.C., March 30, 1954. 


it would be practically impossible to attain this with only 
the resources of the Latin American countries. Any re- 
duction of consumption from its present level does not 
appear practicable for social reasons, or desirable since 
it would reduce the incentive to increase private invest- 
ment. On the other hand, Latin America has a limited 
capacity for external payments, which are derived mainly 
from exports, since the net inflow of capital has been 
relatively small. The coefficient of investment rises when 
the capacity for external payments expands; similarly, 
when it contracts there is a notable reduction in capital 
investment. The main reason for this relationship lies 
in the well-known fact that a large proportion of capital 
goods has to be imported. Here is one of the most power- 
ful obstacles to Latin American development; the growth 
of the gross product places a constant strain on the 
capacity for external payments, with only brief intervals 
of relief. such as in 1945-52 when the terms of trade 
improved. The terms of trade have always been unstable, 
and at present there are many signs of deterioration. The 
terms of trade for cotton, wheat, and metals have de- 
clined, and if the global index still appears favorable, this 
is due principally to coffee and petroleum. Other factors 
which have affected exports adversely are exchange rates 
that bear no relation to the rise in internal costs, the policy 
of low domestic prices, and an inflationary stimulus to the 
domestic consumption of production which ought to have 
been exported. A reaction is now taking place, but Dr. 
Prebisch warned that no high hopes should be entertained 
for any considerable growth of Latin American exports. 
Hence, if the rate of increase is to be accelerated without 
sacrificing present consumption, foreign capital is in- 
dispensable. at least until the increment in the gross 
product can bring about domestic savings equal to the 
heavy investments required by this acceleration. The 
international capital at present invested in Latin America 
for productive purposes is insufficient. Private investment 
from the United States. which in 1952 reached a net 
figure of about $250 million, appears to have declined 
to less than half that sum in 1953. Net loans from the 
Export-Import Bank of Washington and the International 
Bank for Reconstruction and Development for develop- 
ment purposes in 1953 were slightly more than $100 
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million (excluding loans to liquidate commercial arrears). 
One of the most important aspects of foreign investment 
is the role played by private enterprise and initiative. Dr. 
Prebisch said that, without the vigorous impulse of pri- 
vate enterprise, any acceleration of the rate of develop- 
ment in Latin America is inconceivable. Both the Latin 
American entrepreneur and the foreign entrepreneur who 
has been integrated into the Latin American economy 
must be given ready access to international capital and 
technique. This does not exclude direct foreign investment 
by foreign entrepreneurs, especially when it leads to the 
application of new techniques of production or new 
products. The burden of financial services would, of 
course, be much lighter if capital were loaned to Latin 
American entrepreneurs and a larger proportion of the 
profits were then retained for further development. 

Dr. Prebisch believes that to maintain the principle 
that a prerequisite for an inflow of capital is the ending 
of inflation constitutes an oversimplification of a very 
complex problem. Resistance to an anti-inflationary policy 
can, in great measure, be relieved by a program of well- 


International Gold and Dollar Movements 


Foreign holdings of gold and dollars, which had grown 
substantially in the last three quarters of 1952, increased 
further by $2.6 billion in 1953, to a total of $23 billion. 
About $2.1 billion of this increase resulted from trans- 
actions with the United States. Virtually all of the in- 
crease in foreign holdings went to continental Western 
Europe and the sterling area. The upward movement of 
reserves has continued in 1954. 


Almost half the 1953 increase in reserves took the form 
of gold purchases from the United States. New gold pro- 
duction accounted for $400 million. Foreign dollar hold- 
ings rose by almost $1 billion, about half of which was 
invested in U.S. government securities. 


The increase in foreign gold reserves in 1953 reflects a 
tendency toward balance in the current account position 
of foreign countries with the United States (excluding 
military supplies and services granted to foreign coun- 
tries), and a somewhat reduced net flow of private capi- 
tal and U.S. Government loans and grants to the rest of 
the world. 


Source: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 


D.C., March 1954. 


World Gold Production 


The world’s gold production in 1953, outside the 
U.S.S.R., is estimated by the Union Corporation at about 
241% million fine ounces, roughly the same as in 1952. 
Supplies of gold to free markets are estimated at 71 
million ounces (including about 1 million ounces from 
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planned investments, but this would not be feasible 
without foreign investment greater than that recently 
made in Latin America. To wait until inflation is ar- 
rested before effecting foreign loans in fact contributes to 
the continuance of inflation. One cannot precede the 
other; foreign loans and anti-inflationary measures must 
be combined in a well-planned program of development. 
Dr. Prebisch warned that foreign resources can play 
only a supplementary role and that national efforts are 
of leading importance in economic development programs. 
It is, therefore, essential that Latin American countries 
should clearly establish their objectives for development 
in terms of their possibilities. For this reason, the ECLA 
Secretariat has attached great importance to the technique 
of programming. 


Source: Sixth Annual Report of the Economic Commis- 
sion for Latin America, Committee of the 
Whole Meeting (UN Doc., ECOSOC, General 
E/CN.12/AC.24/91, Revision 1), Santiago, 
Chile, February 10, 1954. 


the U.S.S.R.), compared with more than 12 million 

ounces last year. 

Source: The Manchester Guardian, Manchester, England, 
March 13, 1954. 


Europe 


U.K. Export Pattern in 1953 


The current Bulletin for Industry issued by the U.K. 
Treasury compares the performance of British and Ger- 
man exporters in the second half of 1953, British exports 
rose by £71 million between the first and second halves 
of the year; Germany’s exports (expressing the July- 
October figures at a half-yearly rate) rose by £84 million 
—a much larger percentage increase. Some £52 million 
of the U.K. increase went to sterling markets, notably to 
Australia and New Zealand following the easing of im- 
port restrictions; the rise to the dollar area was only 
£2 million, and to the OEEC countries £3 million. In 
contrast, Germany’s exports to the sterling area rose by 
only £10 million, but those to the dollar area increased 
by £8 million, and to the OEEC countries by £49 million. 


Much of the recovery in U.K. exports was in textiles 
and other manufactures, primarily consumer goods. Ship- 
ments of refined petroleum, arms and ammunition, and 
aircraft and parts also rose significantly, but in these 
products little German competition has been encountered. 
Where Germany is a competitor, namely in engineering 
goods and metals, no progress was made by the United 
Kingdom, although Germany’s exports of these goods 
rose by £37 million. 


Source: The Times, London England, March 1, 1954. 
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During the first half of the fiscal year 1953-54, the 
Norwegian budget showed an over-all deficit of NKr 150.8 
million, of which NKr 109.9 million represented con- 
tractual repayment of debt. For the first half of the fiscal 
year 1952-53, there was a surplus of NKr 207.5 million; 
and for the entire fiscal year 1952-53, an over-all surplus 
of NKr 113.4 million. For the current fiscal year, how- 
ever, a deficit of NKr 250.2 million is estimated. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, March 10, 1954. 


Italian Banking Organization 


Three hundred and fifty Italian banks have joined the 
new banking cartel, which came formally into existence 
on February 1. These banks hold about 98 per cent of 
the bank deposits of Italy. Obligatory interest rate 
standards will be established by the cartel because of the 
recent unhappy experience of the Italian banking system, 
which has permitted interest rates to be driven up by 
competition for deposits. 


Source: Neue Ziircher Zeitung, Zirich, Switzerland, 
February 19, 1954. 


Germany Liberalizes Dollar Imports 


On February 16 the Federal Government of Western 
Germany announced the lifting of quantitative import 
restrictions on about 2,000 dollar import items. (The 
German foreign trade statistical nomenclature comprises 
about 6,000 items in all.) The most important items on 
the free list are raw cotton, tobacco, lard, petroleum prod- 
ucts, quartz, asbestos, raw nickel, aviation gasoline, cer- 
tain chemicals, most nonferrous metals, and certain types 
of machinery. 


According to German officials, the dollar liberalization 
affects about 40 per cent of the goods imported last year 
on private account from the dollar area. The dollar area 
includes the United States and Canada, as well as several 
Latin American, Asian, and East European countries with 
which foreign trade is transacted in freely convertible 
currency. 


According to official trade figures, Western Germany 
in 1953 purchased $571 million worth of goods from the 
dollar area, and exported $523 million to this area. 
Foreign traders expect the removal of restrictions to in- 
crease substantially German purchases of U.S. cotton, 
tobacco, and many other commodities. Cotton purchases 
account for about 20 per cent, and tobacco for 6 per cent, 
of all German purchases from the United States. 


Source: The Journal of Commerce, New York, N.Y., 


February 17, 1954. 
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Nonresident Convertibility in Western Germany 


The German Federal Minister of Economics and the 
Bank deutscher Lander announced on March 22, 1954 
that the competent German authorities have decided to 
authorize, as of April 1, 1954, the institution of “freely 
convertible DM accounts” and of “partly convertible DM 
accounts” in favor of nonresidents. Foreigners will be 
permitted to keep these accounts with foreign trade banks 
or with the postal system in Germany. All payments 
with respect to the delivery of goods, services, and capital 
transactions can be made through these accounts. Funds 
in the “freely convertible DM accounts”, which are 
available for residents of the dollar area, can be used 
without any restriction for payments in Western Germany, 
Western Berlin, and abroad. The Bank deutscher Lander 
guarantees to exchange these free DM accounts at any 
moment into dollars, on the basis of the foreign exchange 
rates quoted on the Frankfurt exchange. Funds in the 
“partly convertible DM accounts”, which can be opened 
by residents of soft currency countries, can be used for 
payments which are in accordance with the payments 
agreements with these soft currency countries; these DM 
accounts cannot be converted into free dollars. 


The utilization of freely convertible and partly con- 
vertible DM accounts for capital investment in Western 
Germany remains subject to the existing control measures. 


The institution of nonresident convertibility by West- 
ern Germany comes a few days after a parallel step had 
been taken by the U.K. Government. Side by side with 
the “enlarged sterling area” there will from April 1 be 
a new “DM area” which will also be world-wide. It 
remains to be seen how far foreign governments will 
permit the establishment of free DM accounts in Germany. 
German residents will not gain immediately from these 
free accounts, which are restricted to nonresidents. The 
institution of free sterling and convertible DM accounts 
is, however, an important step for the promotion of inter- 
national payments within the soft currency countries, 
which cover the largest part of the world. 


Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, March 23, 1954; Handelsblatt, 
Diisseldorf, Germany, March 24, 1954. 


Middle East 
Exchange Control in Egypt 


The Egyptian Government has authorized payment in 
sterling or deutsche marks for half the volume of rice 
exported, and in U.S. dollars or Swiss francs for the 
other half. Under the previous system, all exports had 
to be paid for in dollars. 

The export of 75,000 tons of this year’s crop, which 
is about 100,000 tons more than last year’s, has been 
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authorized. Payment for these exports is expected to 
bring in the equivalent of LE 4.5 million. 


Sources: Al Ahram, Cairo, Egypt, February 2 and 24, 
1954. 


Syrian-Lebanese Economic Relations 


On March 5, 1954, the Syrian Government lifted all 
restrictions on the movement of persons between Syria 
and Lebanon. Such restrictions were imposed immedi- 
ately after the termination of the Customs Union between 
the two countries in March 1950. The free movement 
of persons is of paramount importance to the Lebanese 
economy, since it greatly depends on invisible exports 
to Syria to finance large trade deficits. Although some 
experts expected that the restoration of free movement 
would, by increasing the supply of Syrian pounds on the 
Lebanese market, also increase the premium of the Leb- 
anese pound over the Syrian pound, there has in fact been 
a movement in the opposite direction. The premium in 
favor of the Lebanese pound dropped from 10.2 per cent 
(selling rate) on March 5, 1954, to 8.1 per cent (selling 
rate) on March 19. 


As no agreement has been reached on the proposal 
for economic unity between Syria and Lebanon, the tem- 
porary economic agreement which expired on March 27, 
1954 has been extended for another six months ending 
September 1954. 

Sources: Le Commerce du Levant, Beirut, Lebanon, 
March 6, 10, and 20, 1954. 


Free Market Exchange Rafes in Lebanon 


During 1953, the Lebanese pound continued to appre- 
ciate in terms of the major foreign currencies transacted 
on the Beirut free market. Between January 1 and Decem- 
ber 31, the U.S. dollar depreciated by 10.6 per cent, the 
French franc by 7.7 per cent, and sterling by 8.4. per cent. 
The depreciation of the U.S. dollar would have been great- 
er had it not been for the gold and dollar purchases made 
by the Exchange Stabilization Fund in the Beirut free 
market. The average free market rates during the year 
were LL 3.40 for the U.S. dollar, .908 Lebanese piastres 
for the French franc, and LL 9.30 for sterling. The 
average premia on these three currencies, as compared 
with official rates, were therefore 54 per cent for the 
U.S. dollar, 45 per cent for the French franc, and 50 per 
cent for sterling. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
March 10, 1954. 


Far East 
Burmese Rice Agreements 


Burma and India have agreed on the purchase by 
India of 900,000 tons of Burmese rice in the three years, 
1954-56. The price has been fixed at £50 per ton in 1954, 
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£48 in 1955, and £46 in 1956. Burma, however, is free 
to supply the entire quantity in 1954 at £48 per ton, 
and it is understood that it has decided to exercise this 
option. It has also been reported that £15 of the price 
of every ton purchased by India will be applied toward 
redemption of the Burmese debt to India, which will 
thus be reduced by Rs 175 million, to Rs 545 million. 
Under an agreement between Burma and the Ryukyu 
Islands, the latter will buy 40,000 tons of rice in 1954 
and 30,000 in each of the next three years. The price 
will be £50 per ton in 1954 and will be reduced by £2 
every subsequent year. 
Sources: The Times of India, Bombay, India, March 9, 
1954; Burma (Information Bulletin of the Em- 


bassy of Burma), Washington, D.C., March 1, 
1954. 


Taiwan's Production in 1953 


The production indices compiled by the University of 
Taiwan show an increase in almost every line of produc- 
tion in 1953 as compared with 1952. The output of in- 
dustrial products increased by 34 per cent, and of live- 
stock by 28 per cent. The industrial production index 
(1951 = 100) of the Ministry of Economic Affairs in- 
creased from 124.3 in 1952 to 152.7 in September 1953. 
The official estimate for industrial production as a whole 
in 1953 is 19.2 per cent greater than in 1952. As popula- 
tion has also increased, the estimated increase in per 
capita production is 13.3 per cent. Per capita production 
in 1953 was still 16.3 per cent less than in 1937. 

In general, industrial production in 1953 reached the 
goals set forth in the Four Year Plan, whose operation 
began in that year. Agricultural production was a little 
less than the planned volume, but was not generally 
lower than in 1952. Production of wheat, peanuts, jute, 
and sweet potatoes declined a little, but production of 
rice increased by 414 per cent, to 1,640,000 metric tons. 
The increase in rice production was made possible partly 
by curtailing the area of cultivation for other crops and 
partly by applying more fertilizers. 

Source: Bank of China, Bi-Monthly Economic Review, 
Taipei, Taiwan, January-February 1954. 


Japan's Tightening of Import Finance 


According to the foreign exchange statistics of the 
Bank of Japan, there was an exchange deficit of $87 mil- 
lion in January and of $50 million in February. By 
the end of March Japan’s foreign currency holdings are 
likely to be down to $600 million, which is regarded as 
the minimum required for handling foreign trade. In 
order to curtail imports and to counter the steady deterio- 
ration of Japan’s international payments situation, the 
Policy Board of the Bank of Japan decided on March 9 
to take the following measures for controlling import 
finance: 
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1. From March 10 no further Special Foreign Exchange 
Loans (see this News Survey, Vol. V, p. 106) will be 
granted by the Bank of Japan at lower rates for imports 
of basic raw materials (e.g., iron ore, coking coal and 
scrap iron, machinery for the steel, electric power, and 
coal industries). The balance outstanding on these loans 
at the end of February was 78,000 million yen. 

2. From March 10 the terms of Import Settlement Bills 
will be shortened by one month. With a few exceptions 
the normal term will thus be less than two months. 

3. From April 1 the special treatment given to Stamped 
Bills (i.e., bills drawn for the purchase of imported raw 
materials and stamped by the Bank of Japan to make 
them eligible as security for loans from the Bank) will be 
abolished, except that this procedure will be maintained 
for the time being for bills drawn in connection with the 
purchase of imported iron and steel, raw materials, and 
skins and hides. The balance outstanding on these bills 
at the end of January was around 8,360 million yen. 

4. From April 1 the favorable treatment of industrial 
bills drawn for the purchase of raw materials will cease. 
The balance outstanding on these bills at the end of 
January was about 10,400 million yen. 

In order further to discourage imports and to encour- 
age exports, the Policy Board of the Bank is also studying 
the effectiveness of higher money rates for import settle- 
ment bills and of lower rates for export advance bills. 
Source: Bank of Tokyo, Weekly Review of Economic 

Affairs in Japan, Tokyo, Japan, March 20, 1954. 


Triangular Trade of Indonesia, Germany, and Japan 

The Indonesian Information Office has reported that 
the Indonesian Government, the Federal Republic of 
Germany, and Japan are studying a plan for triangular 
trade. Recently, West Germany has had a trade surplus 
with Japan and a deficit with Indonesia, whereas Japan 
has had a trade surplus with Indonesia and a deficit with 
West Germany. The plan is to enable West Germany to 
purchase Indonesian raw materials through Japan. The 
fact that the surpluses and deficits are of approximately 
the same amount—$10 million—indicates that the ar- 
rangement could be carried out on a bookkeeping basis. 
Source: The Journal of Commerce, New York, N.Y., 

March 18, 1954. 


United States 
United States Gold Policy 


Mr. Randolph Burgess, Deputy to the Secretary of the 
Treasury, and Mr. W. McC. Martin, Jr., Chairman of the 
Board of Governors of the Federal Reserve System, ap- 
peared before a Subcommittee of the Banking and Cur- 
rency Commitee of the Senate on March 29 to state their 
positions on four legislative proposals to amend U.S. 
gold policy. Mr. Burgess said that at present the United 
States was on an international gold bullion standard. 
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Since the removal of unnecessary restrictions on the 
citizen is an objective of the administration, the current 
regulations concerning gold are being reviewed with a 
view to simplification, but without involving any change 
in the general gold policy. 


Mr. Burgess rejected the view that the gold in Fort 
Knox was idle and useless. It is the legal reserve of the 
Federal Reserve System against its deposits and currency 
in circulation. The knowledge that the U. S. dollar has 
back of it this stock of gold, coupled with the intention 
and assured ability to maintain a constant price for gold, 
is one firm basis for measuring world values, and a major 
reason why the dollar can be used everywhere to settle 
international transactions. The continuing and unchang- 
ing link between gold and the dollar is more important 
than the redeemability of currency into gold. It would 
not be wise to take the risk of a major relaxation 
of restraints on the use of gold, so long as a large part 
of the world’s new gold production continues to vanish 
into hoards and becomes unavailable for monetary re- 
serves. Until the public temper is one of greater security, 
it would be unwise to expose U.S. gold freely to the 
hoarder. If gold coins were circulated, they would be 
subject to the pull of demand from overseas sources—a 
demand which would rise and fall with every political 
and economic turn of events. When more restrictions 
on trade and payments have been removed and converti- 
bility has been restored at least among the principal 
currencies, the United States would be freer to consider 
a return to gold redemption. Gold payments are the seal 
of approval of good money, and the free world has not yet 
gone far enough in the achievement of good money. It 
is doubtful whether gold redeemability should be con- 
sidered until other major countries are ready and able 
to do likewise. 


Similar reasoning applies to the proposal to open a 
free gold market. If such a market were established, 
either the U.S. Government would stay out of it, in which 
case the price would depend on the demand for a rela- 
tively small amount of gold production, and there would 
be more instability instead of more stability, or the 
Government would buy and sell gold at the official price 
to prevent fluctuations, which would mean in effect full 
convertibility of the currency into gold. 


Mr. Burgess stated that an increase in the price of gold 
would be against the best interests of the United States 
and of her foreign friends. It would be contrary to the 
program of maintaining stability in the economy. Revalu- 
ation of the gold stock could set in motion long-term 
inflationary forces and would upset a relationship of great 
importance both to the United States and to the world. 
It would be a grievous error, particularly at a time when 
the world is achieving some element of stability, to open 
up the possibility that the United States was prepared to 
make periodic devaluations of its currency. 
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Mr. Martin said that no advantage was to be gained 
today from further safeguarding the dollar by establish- 
ing gold redeemability. If the country’s solvency were in 
question, if there were a flight from the dollar, it might 
help to regain confidence to make the dollar redeemable 
as part of a program of fiscal and monetary reformation. 
The universal confidence that now exists could not, how- 
ever, be enhanced by this measure, and it was not worth 
while to take the risks involved. 


Sources: Treasury Department and Board of Governors 
of the Federal Reserve System, Press Releases, 
Washington, D. C., March 29, 1954. 


U.S. Business Capital Expenditures in 1954 


Expenditures by U.S. business on new plant and equip- 
ment this year are scheduled at $27.2 billion, 4 per cent 
below 1953, according to a recent survey of corporation 
capital budgets conducted by the Securities and Exchange 
Commission and the Department of Commerce. Manu- 
facturers plan to reduce their spending by 7 per cent, with 
a greater reduction planned in the durable goods in- 
dustries (10 per cent) than in nondurables (4 per cent). 
Among the durables, the largest decline is expected in 
primary metals (25 per cent). The only durable goods 
industry planning an increase is the automobile industry, 
which indicates a 20 per cent increase over 1953. In 
the nondurable goods sector, the petroleum industry 
plans to increase its spending by 4 per cent. The paper 
and rubber groups expect to maintain outlays at the 1953 
level, while food and beverage companies plan a moderate 
decline. The chemical industry is scheduling outlays 
about 15 per cent below 1953, and the textile group 
expects a decline of almost 30 per cent. 


Substantial declines in spending are also indicated 
by the nonmanufacturing group. Railroads expect a 28 
per cent reduction, which is attributed to the recent fall 
in operating revenues and incomes and the virtual com- 
pletion of the program to substitute diesel engines for 
steam locomotives. The continued boom in suburban 
shopping center construction and extensive store moderni- 
zation are the primary factors in the 3 per cent increase 
in outlays foreseen by the commercial group. Mining 
companies also expect a 3 per cent rise, centering largely 
in gas and oil well drilling. The 3 per cent decline in 
expected expenditures by public utility companies reflects 
reduced outlays by gas utilities; the electric power in- 
dustry estimates expenditures equal to those in 1953. 


Source: Securities and Exchange Commission, Business 
Capital Expenditures in 1954, Washington, D.C., 
March 18, 1954. 


U.S. Consumer Spending in 1954 


U.S. consumers are less confident about their financial 
prospects this year than they were in 1953 and, conse- 
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quently, plan to reduce their purchases of houses, automo- 
biles, and other durable goods. This is the major finding 
of the ninth annual survey of consumer finances conducted 
in January and February by the University of Michigan 
for the Board of Governors of the Federal Reserve System. 
The nation-wide survey encompassed 2,800 persons in 
66 sampling areas. Consumers generally expect prices 
to remain steady throughout the year, but a sizable num- 
ber of those interviewed felt that economic prospects 
were unfavorable, and the survey noted a tendency to 
postpone purchases until later in the year. Of the persons 
interviewed, 14 per cent expected incomes to be lower 
in the coming year; in 1953, the proportion was only 
10 per cent. Consumers have switched their investment 
preferences from real estate and common stock to govern- 
ment bonds and savings accounts. 

Source: The Wall Street Journal,’ New ‘York, N: ''Y:; 

March 19, 1954. 


Latin America 
Chile’s Exchange Budget 


Chile’s exchange budget for 1954, approved on Febru- 
ary 27 and published in the Diario Oficial of March 18, 
estimates receipts at the equivalent of US$336.8 million 
and payments at US$467.6 million. The $130.8 million 
excess of payments is shown under the item “1954. import 
licenses requiring exchange coverage in future years”, 
which could be called the “exchange budget deficit”. It 
has risen from 9 per cent of estimated payments in 1952 
to 15 per cent in 1953 and 28 per cent in 1954. The 
classification of receipts by currencies shows that $200.9 
million are estimated to be in U.S. dollars and $136.0 
million in other currencies. 

Estimated receipts for 1954 are 14 per cent below 
estimates for 1953 and 9 per cent less than actual receipts 
in 1953. Estimated visible receipts are 23 per cent less 
than in 1953, a reduction which is due largely to a 27 per 
cent decrease in copper receipts. 

Total payments also are below those in 1953, but the 
decrease is not so great as for receipts. For visible items 
a reduction of 3 per cent is estimated. This is due to 
reductions of 43 per cent in textile machinery, 24 per cent 
in other machinery, 33 per cent in transport units, and 
22 per cent in miscellaneous items. The reductions in- 
dicate the rigidity of other import items. It is estimated 
that imports of fiscal institutions will increase 43 per cent. 

Payments for invisible items are expected to increase 
by 32 per cent, largely because of an expansion in such 
items as diplomatic service (73 per cent) and payments 
for technical services. 

Payments on account of capital movements and services 
are estimated at 8 per cent above those of 1953, largely 
because of a 25 per cent increase in the amortization of 


foreign loans. 


Source: Diario Oficial, Santiago, Chile, March 18, 1954. 
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Uruguay Authorizes Nofe Issue Against Wheat 


A law recently promulgated by the Uruguayan Govern- 
ment authorizes the Issue Department of the Bank of the 
Republic to turn over currency notes to the Banking 
Department against paper covering purchases of wheat 
of the 1953-54 harvest made for account of the State. 
These notes are to be returned to the Issue Department 
and withdrawn from circulation as the wheat or flour is 
sold, either at home or abroad. 


The monetary law of Uruguay establishes that fiduciary 
note issues must have the backing of the Bank of the 
Republic’s paid-up capital (70 million pesos since Novem- 
ber 1950) or of specified rediscounted commercial paper. 
The ceiling represented by the Bank’s capital has already 
been reached and paper available for rediscount is very 
limited. The modification now introduced in the note 
issue system resulted from the fact that the Bank of the 
Republic, which has to purchase the wheat crop and then 
sell it for account of the Government, was short of cash 
to finance the bumper crop of over 700,000 tons obtained 
in the 1953-54 harvest (average wheat production in 
recent years has been about 450,000 tons). Farmers are 
guaranteed a minimum price of 16.50 pesos per 100 kilos 
($108.6 per metric ton). Any loss incurred by the Gov- 
ernment in these operations will be borne by the Ex- 
change Difference Fund. 


Source: Bank of London & South America, Fortnightly 
Review, London, England, March 20, 1954. 


Argentine-Japan Trade Agreement 


On February 24, Argentina and Japan signed an agree- 
ment covering the exchange of goods valued at US$90 
million each way during 1954. This is somewhat greater 
than the total of $80 million for 1953, stated in the 
agreement for that year. 


According to statistics of the Bank of Japan, exports 
from Japan to Argentina in 1953 actually totaled 
$10,570,000, and imports from Argentina were 
$53,368,000, leaving a balance of $42,798,000 against 
Japan. Under the new agreement, Japan’s shipments of 
iron and steel products are expected to increase by $4.8 
million, and shipments of dyestuffs will increase by $0.6 
million, compared with 1953, while exports of nonferrous 
metal products and wire will decrease by $1 million and 
$2.9 million, respectively. One of the features of the 
plan is the inclusion of Japanese textile goods, bicycle 
parts, and porcelain goods. A long-term payment ar- 
rangement of $50 million has been made for Japanese 
exports of such capital goods as communication apparatus 


and machinery for oil wells, power generation, and mine 
development. 
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Among Japan’s main imports from Argentina, wool, 
maize, and rice will be increased by $6.5 million, $3.5 
million, and $1.8 million, respectively, whereas cowhide 
will be decreased by $3.5 million. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, March 6, 1954. 


Other Countries 


South Africa Borrows From Switzerland 


The South African Government recently floated a loan 
of Sw fr 60 million (£SA 5 million) on the Swiss market. 
The loan, which bears 4 per cent interest, has a 15-year 
term but is callable at the end of 12 years. Interest and 
principal payments may be made in Swiss francs or 
South African pounds at a fixed rate of 12.25 francs to 
£SA 1. Payments will be made outside the clearing agree- 
ment between the two countries. 


Since 1950 South Africa has raised four loans, totaling 
Sw fr 195 million, in the Swiss capital market. It is 
estimated that during the postwar period South Africa 
has also obtained about Sw fr 60 million in bank credits 
from Switzerland, part of which has been repaid. Swiss 
investments in South Africa are believed to amount to 
approximately Sw fr 500 million. 


Sources: The Financial Times, London, England, Febru- 
ary 22, 1954; Department of Commerce, For- 
eign Commerce Weekly, Washington, D. C., 
March 29, 1954. 


Tangier Sterling Rates 


Most of the rates for transferable account sterling 
quoted by the International Banking Corporation of 
Tangier in the first week of March were lower than they 
had been in the previous month by 1% to 1 point. The 


rate quoted for Egyptian export sterling had, however, 
risen to $2.721/. 


Source: The International Banking Corporation of Tan- 
gier, International Banking Bulletin, Tangier, 


March 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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